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THE PANAMA CANAL TOLLS 

A BEITISH VIEW 

BY AECHIBALD B. COLQUHOUN 



It is impossible, writing on this side of the Atlantic, to 
estimate the force underlying the agitation in the United 
States in favor of a preferential treatment for American 
shipping using the Panama Canal, but it may be safely said 
that public opinion in Great Britain is not greatly exer- 
cised on the subject. The Chambers of Shipping and Com- 
merce have made representations to the Foreign Office, 
questions have been asked in the House of Commons, the 
papers have given a fair measure of space to the comments 
of their Washington correspondents, and belated repre- 
sentations have been made by the British Government, but 
the British Isles are suffering from a surfeit of sensations, 
and the year 1915 must take care of itself so far as the 
man in the street is concerned. It is not too much to say, 
moreover, that the average Briton has some sympathy for 
the theory that, having sunk on the canal some seventy-five 
millions and possibly a great deal more (Colonel Goethals in 
1908 put the possible cost at one hundred millions), the 
United States has a right to make something out of it. 

Finally, the habit of friendship with our kindred is grow- 
ing. Public sentiment would be strongly averse to any 
attempt to quarrel with the United States, and the actions 
of that country are viewed with an indulgence that would 
not be accorded to others. Mr. Asquith has been criticized 
for a declaration made some years ago in an announcement 
of naval policy — that the standard then adopted excluded 
the United States as a possible adversary — but it is, never- 
theless, true that the average Briton does exclude the United 
States from the category of those with whom at some period 
he may be called on to measure strength. This attitude 
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must be taken into account when the British point of view 
with regard to the Panama Canal is considered. Great 
Britain has not hitherto taken the Panama Canal tolls ques- 
tion as one which could cause a serious breach between her 
and the United States. 

Having made this clear, the writer, whose study of the 
canal question in all its aspects ranges over the last twenty 
years, feels bound to express the view that so far as not 
only moral but international obligations are concerned, the 
United States are pledged to equal treatment for all vessels 
using the canal and that coastwise vessels cannot in equity 
be placed on a differential basis. 

The first connection of the United States with the canal 
was in 1846, but at that period the idea was merely to obtain 
the neutralization of any interoceanic communication that 
might be constructed. President Polk's government con- 
cluded a treaty with New Granada (then including the pres- 
ent republics of Colombia and Panama), the object of which, 
according to the Presidential message, was " to secure to all 
nations the free and equal rights of passage over the 
' Isthmus.' " The same treaty guaranteed the neutrality 
of the Isthmus, and the American Minister in London was 
instructed to try and secure a similar guarantee from Great 
Britain. This invitation to Great Britain to join with the 
United States in securing the neutrality of Central- Ameri- 
can territory is of importance in view of subsequent con- 
troversy. As a matter of fact, Great Britain had already 
taken steps to establish a special position in the suggested 
canal region. In 1841 her representative at Belize occupied 
Greytown as part of the Mosquito territory, the Mosquito 
Indians having placed themselves under British protection. 
Despite protests, Great Britain laid formal claim to the 
Mosquito coast in 1847, and by 1848 had entirely dispos- 
sessed Nicaragua. These circumstances and the compara- 
tively weak condition of the United States Government at 
the time made the conclusion of the Clayton-Bulwer Con- 
vention, in 1850, by no means disadvantageous to the United 
States, although it was the subject of considerable contro- 
versy. The special object of the treaty was again to secure 
that equality of all nations which had been insisted on in 
1846, but its chief provision, in the eyes of the United States 
Government, was that by it Great Britain bound herself 
equally with the United States not to " obtain or maintain 
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for itself any exclusive control over the said ship canal." 
The Convention dealt with Nicaragua, but (under Article 
VIII.) it is expressly stated that the object was " to estab- 
lish a general principle as well as to accomplish a particular 
object," and it was agreed to extend a joint protection to 
any other practicable communications across the Isthmus, 
Panama and Tehuantepec being especially mentioned. 

With the consolidation of the power of the United States 
after the Civil War and the expansionist policy that fol- 
lowed, the idea of a canal built and controlled by the Union 
gained rapidly, but the Central-American republics were 
jealous of their sovereignty and more than one attempt to 
deal with them proved abortive. A concession had actually 
been granted in 1869 by Colombia to the United States, but 
the time was not favorable and the concession lapsed, and in 
1878 the Central- American republic sold the right of con- 
struction to M. Wyse, acting for a French company. The 
Wyse concession was the basis of future negotiations and 
is therefore important. By Article XIV. the right to levy 
certain dues, such as lighthouse, anchorage, and transit 
dues, was granted, but subject to certain conditions, of 
which the first emphatically stated that these tolls were 
to apply " without exception or favor to all vessels " (not 
" vessels of all nations "). The Spanish text is explicit. 
Part of Article V. of the original concession runs as follows : 

" In general, all vessels are at liberty to pass without any distinction, 
exclusion, or preference of nationalities or persons on paying the dues 
and observing the regulations established by the concessionaire company 
for the use of the said canal. and its appurtenances." 

In 1890 the concession was extended to the New French 
company, and by Article IX. the rights and obligations of 
the original concession were to be retained. 

Watching the flounderings of the French company, the 
United States felt that, after all, fate must play into its 
hands, but the Clayton-Bulwer treaty was the principal 
obstacle. From 1880 onward for some years the subject 
was hotly debated, Mr. Secretary Blaine endeavoring to 
explain away the treaty and Lord Granville replying with- 
out any tangible result. The question was left in abeyance 
for a time, but two circumstances brought it again to the 
fore. The first was the utter failure of the French company 
to grapple with the difficulties of construction, so that it 
became evident that the canal could not be built as a com- 
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mercial enterprise by private capital. The second was the 
Spanish-American War and its consequences. The second 
Presidential message of McKinley dwelt upon the necessity 
for interoceanic communication, and thereupon began the 
negotiations which culminated in the Hay-Pauncefote treaty 
in 1901. The Washington Government expressly disclaimed 
any desire to disregard the Clayton-Bulwer Convention, but 
asked for such modification of it as would enable them with- 
out affecting the " general principle " to carry through the 
work. 

By this treaty Great Britain waived the right of joint 
control, omitted any reference to fortification, but stated 
(Article III., Section 2) that " the canal shall never be 
blockaded nor shall any right of war be exercised nor any 
act of hostility be committed within it." In the subse- 
quent treaty with the Republic of Panama, however, after 
stating that the canal shall be opened in accordance with 
all the stipulations of the treaty of 1901 with Great Britain, 
the United States (under Article XXIII.) claimed the right 
to establish fortifications, so that the policy ultimately 
adopted by the United States in this respect, while not 
absolutely sanctioned by treaty obligations to Great Brit- 
ain, was certainly foreshadowed in an instrument not chal- 
lenged at the time. It is quite otherwise, however, when 
we come to the provisions governing the use of the canal. 
The clauses dealing with this must be quoted in entirety : 

" The United States adopts, as the basis of the neutralization of such 
ship-canal, the following Rules, substantially as embodied in the Con- 
vention of Constantinople, signed the 25th October, 1888, for the free 
navigation of the Suez Canal. 

" The canal shall be free and open to the vessels of commerce and 
of war of all nations observing these Rules, on terms of entire equality, 
so that there shall be no discrimination against any such nation, or its 
citizens or subjects, in respect of the conditions or charges of traffic, or 
otherwise. Such conditions and charges of traffic shall be just and 
equitable."* 

The quibble which, I understand, is now raised — that 
" vessels ... of all nations " means " all foreign nations " 
— cannot be admitted in view of two circumstances: first, 
the terms of the original concession (as to the modification 
of which there has never hitherto been any question), and, 
second, the fact that in abrogating the Clayton-Bulwer 

*This clause (with the addition "and the entrances of the canal") 
is incorporated in the treaty with the Republic of Panama. 
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treaty Great Britain undoubtedly waived her treaty rights 
for a consideration. Few of those who followed the negotia- 
tions which led up to the sole control of the canal by the 
United States can have any doubt that that consideration 
was the belief that Great Britain would secure for her 
vessels facilities equal to those enjoyed by any others. 

In June, 1902, the United States bought the rights, proper- 
ties, and franchises of the New French Company, but it was 
still felt that to carry on the work of construction in foreign 
territory would be a severe handicap, and negotiations be- 
gan for securing a zone of land. This obviously imports a 
new element into the whole situation, but mark what fol- 
lowed. The hesitation of Colombia in parting with her 
sovereign rights over part of her territory was overcome 
by the secession of Panama and the treaty of 1903 with the 
new Republic which secured the desired concession. But 
in the declaratory provision attached to this treaty it is 
expressly stated that the canal shall be neutral in perpetuity 
upon the terms of, and in conformity with, the stipulations 
entered into by the United States and Great Britain in 
the Hay-Pauncefote treaty. Reference to a previous para- 
graph will show that the basis of neutralization is declared 
to be " terms of entire equality for vessels of all nations." 
The chain of evidence is complete. The supporters of a 
discriminative tariff would do better not to rest any part of 
their claim on a revised interpretation of treaties. 

I have dwelt on the historical aspects of the subject be- 
cause, although the question of treaty rights and obligations 
may appear academic to the man in the street, governments 
and nations cannot afford to disregard them. It may be- 
come necessary, if the United States should decide to ques- 
tion the meaning of the Hay-Pauncefote treaty, to ask 
for the arbitration of The Hague tribunal on this debated 
point of the interpretation of an international instrument. 
If the issue were narrowed in this way there would be little 
doubt, on historical grounds, of the result. The contention, 
apparently supported by President Taft, that American 
coastwise traffic is not covered by international obligations, 
raises a fresh series of questions. Few people can even 
pretend to think that such an exemption was intended by one 
of the high contracting parties in the Hay-Pauncefote treaty, 
and even were that the case a fresh subject for discussion 
arises in the interpretation of the word " coastwise." 
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There are signs that, as the date for the completion of 
the canal draws near, the natural enthusiasm created by the 
completion of a task which has baffled man's ingenuity for 
over four hundred years is coloring rather too richly the 
forecasts as to the effect of the canal. Trade routes are 
obstinate things, and a number of circumstances — winds, 
currents, and climatic conditions — have combined to fix 
them and to keep them fixed unless some overpowering 
advantage intervenes. The object of interoceanic canals 
is the shortening of transit, but in these days of high speed 
an artificial waterway operated with locks has to meet 
heavy competition on many trade routes. Before the open- 
ing of the Suez Canal many people predicted the complete 
ruin of British ports through the transference of the center 
of commercial gravity, but no such untoward result oc- 
curred. It is an open secret that the canal has not troubled 
itself to cater to the needs of shipping companies. By 
the London agreement of 1883 the profits in excess of those 
previously divided were to be applied in equal moieties to 
the reduction of dues and the increase of dividend until the 
latter reached twenty-five per cent.; thereafter the whole 
of the net profits were to be devoted to reduction of dues 
until these fell to five francs per ton. These provisions have 
not been observed, the dividend for 1911 being twenty-nine 
per cent., and a very trifling reduction in dues being an- 
nounced (from January 1, 1912) which left them still at 
the heavy figure of 6.75 francs per ton. Moreover, the Suez 
Company is at present so indifferent to the interests of its 
customers that it is notorious that a trifling accident may 
block the whole trade of two continents. The British Gov- 
ernment, large shareholders in the canal, stipulate that their 
store requirements should travel by it, and British shipping 
interests are also represented on the board of directors. 
The net result, however, is not, as might be expected, an 
improvement in the service, but rather a form of protection 
for the canal under its present conditions. Incidentally it 
may be remarked that all analogies between the position 
of Great Britain and the United States in reference to the 
Suez and Panama canals are misleading, because the former 
is in no sense an appanage of the British Government, but 
is a commercial undertaking in which Great Britain happens 
to own a large number of shares. The general management 
is carried on at Paris bv an Administrative Council of 
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thirty-two members, of whom ten are British and three of 
these nominated by the Government. The shares purchased 
in 1875 for about £4,000,000 have a present value of over 
£30,000,000. The points to be emphasized here are two. 
Firstly, that competition will certainly cause the Suez ad- 
ministration to "wake up," and therefore calculations 
based on present figures are practically valueless with refer- 
ence to the future and to Panama tolls. Secondly, that 
canals are useful but not indispensable. At the meeting of 
a British shipping company last year it was stated that 
they found it more profitable to send ships out via South 
America and the Cape to India than through the canal, and 
that they had constructed large and powerful steamers for 
this trade. 

In this connection, it must be remembered that the Pana- 
ma Canal does not shorten the route from Europe to the 
greater part of Australia nor to any ice-free port in Asia 
or the islands off the Asiatic coast. New Zealand and 
Siberia are brought nearer by a small distance to Europe, 
but the Orient as a whole will be unaffected so far as the 
chief existing trade routes are concerned. New York, on 
the contrary, is brought some 3,700 miles nearer to Yoko- 
hama, 1,600 miles nearer to Shanghai, and 3,800 miles nearer 
to Sydney. The outstanding fact in the tables of distances 
worked out by various authorities is this : that the region 
which contains Japan, Korea, Central China, the Philip- 
pines, New Guinea, and most of Australia will be afforded 
by the opening of the canal an alternative route to great 
manufacturing centers. As regards the British Empire, the 
chief result — and it is one of great importance — will be the 
opening up of British Columbia and its hinterland to both 
sides of the Atlantic. For Vancouver and other British- 
Columbian ports there will be a reduction of 8,400 miles to 
New York, 7,000 miles to Montreal, and 6,000 miles to Liver- 
pool. British Columbia, it is confidently expected, is about 
to enter upon a great era of development, and both in Can- 
ada and the mother country the prospects for the export 
of Canadian grain and other products to European markets 
by the canal are being anxiously considered. The develop- 
ment of the great Mississippi basin, and consequently of 
New Orleans, will be another factor, shortening the distance 
still more and helping to neutralize the disadvantages of the 
Pacific route from the point of view of ports of call. The 
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possibilities in these respects are eclipsed, so far as the 
United States are concerned, by the certain effects of the 
canal on the Pacific ports of the South- American continent. 
The foreign trade of Latin America last year totaled over 
two billions of dollars, and the rapid rise to wealth of 
Brazil, the Argentine, Chile, and other South-American 
states is founded on secure natural resources. Last year 
the twelve Pacific coast Latin-American countries had a 
foreign trade of £100,000,000. The distribution of trade is 
interesting. Great Britain leads not only on the total, but 
in every part of the continent; but whereas in the northern 
half the United States is second, in the southern half Ger- 
many comes after Great Britain and the United States is 
third. In the order of activity Mr. John Barrett, of the 
Pan-American Union, places Germany first, Japan second, 
Great Britain third, and the United States fourth. The 
reduction of distance between New York and the Pacific 
ports of South America (an average of 5,000 miles) is 
somewhat greater than the reduction between that coast 
and Liverpool, Hamburg, or Antwerp, for which the aver- 
age shortening may be taken as about 2,600 miles. It is 
obvious that the competition for the trade of Latin America 
will be greatly stimulated, and it is to be hoped that the 
result will be not only an increase in the volume of trade, 
but the reduction of the cost of living in those countries 
where it is at present excessive. 

It is undoubtedly with this trade around the coasts of 
the two continents that the advocates of a discriminative 
tariff for the canal are chiefly concerned. They have 
grounds for urging their Government to some exertion in 
order to stimulate American shipping and coastal com- 
merce. The days when the American clipper was a feature 
in international shipping are long past, and American trade 
is increasingly carried in foreign bottoms. A writer in The 
North American Review for January, 1911, pointed out 
the three great barriers to the extension of United States 
merchant shipping: first, the regulation which refuses regis- 
tration in the United States of a vessel built abroad even 
if American owned; second, the manning rules, which re- 
quire seven more men on each ship than are necessary under 
British laws ; and third, the operation of the railroad trusts, 
which, in his opinion, would throttle the coastal trade and 
preclude small ship-owners from competing. He suggests 
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as remedies the construction of a mercantile marine by Gov- 
ernment, the repeal of the regulations quoted, and the sub- 
sidizing- of vessels in some form, such as canal dues. The 
provisions introduced into the Canal Bill which forbid the 
use of the route to vessels owned by railroad companies is 
a measure calculated, of course, to meet his final difficulty, 
but perhaps it will be most useful to take his concrete pro- 
posals rather than more vague ones and examine them from 
a British point of view. 

The laying down of a mercantile marine in the United 
States does not seem a practical proposal under present 
conditions, although the Government is rich enough to pay 
a fancy price for things if it wants them. Germany and 
Japan have both had to meet a sudden and imperative de- 
mand for merchant fleets. The former, it is true, can now 
build all the ships she wants, but she bought them, or such 
parts as she herself was not ready to supply, until such 
lime as her own ship-building yards were able to cope with 
the situation. She has bought up whole fleets of British 
boats and superseded Great Britain on more than one trade 
route. Japan's methods are precisely similar. There does 
not appear to be any intrinsic difficulty in the situation. 
The question is whether it is worth while, and the answer 
to that may be found briefly in a previous paragraph where 
was recorded the position now held by Germany with regard 
to trade in South America. The enormous advantage which 
Great Britain possesses in her insular position, the natural 
and cultivated aptitude of her people for the sea, and her 
chain of coaling-stations round the world cannot easily be 
discounted. But Germany began with none of these ad- 
vantages. Her policy has been one of discriminating sub- 
sidies, and as she had to compete with Great Britain, which, 
under the spell of Free Trade views even postal subsidies 
with suspicion, she had a comparatively easy task. To a 
Briton, therefore, it appears that if the United States wants 
to profit by the canal, which she has constructed at so much 
cost, she can best do so by developing her sea power — and 
a mercantile marine is part of sea power. " If the United 
States desires peace with security," wrote Admiral Mahan, 
in The North American Eeview for March, 1911, " it must 
have a navy second to none but that of Great Britain; to 
rival which is inexpedient because for many reasons un- 
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To build up this mercantile marine it will certainly be 
necessary to take a leaf out of the book of Germany and 
Japan rather than that of Great Britain, but whether it 
is necessary to take the step of discriminating in favor of 
American vessels in the canal is, at all events, open to con- 
troversy. The essential feature for the success of the canal 
is that it should compete on favorable terms .with existing 
trade routes, and especially with the transcontinental rail- 
roads. Any discriminating regulation will increase the pos- 
sibilities for competition and decrease the margin of profit; 
it will also increase the necessity for close calculation in 
estimating possible profits; and all these things will, par- 
ticularly at the outset, militate against the free use of the 
canal. Moreover, the possibility of directing trade into par- 
ticular channels is better met by direct subsidies than by a 
general immunity from tolls. 

All these arguments, however, will probably appear dis- 
ingenuous from one who may be expected to think more of 
the development of his own country, particularly of the 
Pacific coast of Canada, than of the interests of the United 
States. The implication need not be denied. Altruism is 
not the law of nations nor the inspiration of patriots. 

Nevertheless, as a life-long advocate of the extension of 
communications in every quarter of the globe, I am not 
chiefly concerned with the smaller issues. The joining of 
the Atlantic and Pacific is a great work greatly done and 
will help forward the progress of civilization by bringing 
many peoples nearer to one another. The nations who are 
worthy to profit by it will do so and those whose future is 
truly on the ocean will follow their star and work out their 
destiny the more surely because of it. And because it is a 
great triumph for man over nature I should like to see its 
benefits as widely diffused and as freely granted as is pos- 
sible, so that no artificial barrier shall interpose between it 
and the world which has waited so long for its completion. 

Archibald R. Colqxjhoun. 



